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Albania Enterprise Development & Export Market Services
[EDEM]

The EDEM project officidly started on September 15, 2003. Thisfirst Semi- Annua Report
coversthe period from EDEM’ s beginning through March 31, 2004. Incorporated by reference
in this Report is EDEM’ s Quarterly Report covering the period from September 15 through
December 31, 2003.

Activity Summary:
Thefirg 9x months of EDEM’ s activity has focused in three mgor areas:

1) establishing relationships with key organizations and individuds that support
development of the Albanian SME community, and putting into place the
organizationd apparatus necessary to operate the project in an effective and efficient
way;

2) developing the project’ s implementation strategy and operating processes; and

3) initiating formation of cluster activities in the meat processing, herbs & spices, and
Specidty tourism industries.

Highlights

In December, EDEM hosted an Operations Workshop attended by over 80
representatives from the business community, government ministries, NGOs and

donor organizations. The interactive Workshop, facilitated by TRG and fegturing the
OTF Group, both EDEM subcontractors, provided the participants (most of whom
stayed the entire day) an in-depth background on the concepts of competitiveness and
the benefits of working together through a cluster approach.

A magjor objective of EDEM isincreasing the public' s awareness of and involvement
in promoting the competitiveness of Albanian products. To foster EDEM/media
relationships, in the first week in November, EDEM and OTF staff conducted a
briefing for approximately 20 members of the Albaniamedia. The briefing laid out
the EDEM project, the competitiveness and cluster approaches, and provided the
media an opportunity to ask questions and seek clarification about planned activities.
EDEM was dso very successful in attracting media to its Operations Workshop and
obtaining event coverage. Representatives from 12 media outlets (Sx TV channels,
two radio stations, three newspapers and one magazine) plus severa fredance
journdigs filed reports on the Workshop including TV interviews with OTF
representatives and a Voice of Americainterview with the USAID Mission Director.



USAID approved going ahead with the formation of three SME clusters — mest
processing, herbs/spices and specidty tourism. Initid meetings of the three forming
clusters generated a good dedl of enthusiasm from the SMES represented at the
meetings. Each clusters held two meetings between late February and the end of
March. Representatives from 18 companies participated in the meat cluster meetings,
21 firms participated in the herbs/spices cluster formation activities, and 33 firmsand
related organizations attended the firgt two specidty tourism meetings. All three
clusters have quickly begun the process of identifying and defining those issues and
obstacles that make it difficult to operate a busnessin Albania and hold them back
from succeeding in the market place.

Project Implementation M odifications:

To effectively produce the results USAID is anticipating from EDEM, severd Strategic
assumptions and aterations have been made regarding the premise of the project and to key
implementation practices.

While the USAID/DAI EDEM contract assigns the responghility for selecting
clugtersto the Trade Policy Committee (TPC), this devolution of responsibility is
inconggtent with USAID policy. Asaresult, the process for sdecting clusters has
been altered to leave the find decison asto which industry groups EDEM will
support with USAID-Albania as opposed to having the decision made by the TPC,
which is composed of donors, government officids, and representatives from NGOs
and the business community.

Understanding the intensve effort that will be required to effectively strengthen
Albanian industrial sectors and the resources available to EDEM, the project will
focus on alimited number of agribusiness and non-agribusiness sectors. At thistime,
2 agribusiness and 2 non-agribusiness industry clusters (one of which will be
managed by ACIT) will be the focus of EDEM’s activities. The addition of new
clusterswill be dependant upon the progress made by the current clusters and the
resources available to the project.

The overriding god of EDEM isto simulate Albanid s economic growth with a
resulting increase in employment opportunities that provide livable wages. While
expanson in export cgpability will assst in reaching that god, increased coverage of
the domestic market by Albanian producers will o sgnificantly enhance economic
growth and job creation. EDEM will balance assstance to export oriented activities
with support to strengthening the capability of Albanian firmsto better serve the
domestic markets.

Recognizing that the Albanian SMIE community is reatively new to market oriented
operations, EDEM understands the need to provide firm level assistance to the limit
of its ability in order to help Albanian firms become more competitive and capable of
holding their own againg their more mature and sophisticated competition from other
countries. While EDEM will look to strengthening the industry and cluster asa



whole, it will, where appropriate, assst individud firmsto increase their
competitiveness. It will be impossible to have strong industry groups without having
grong individud firms.

Implementation of EDEM is an ongoing process that has an end goa — economic growth with
job creation — but that has to be able to flexibly adapt to conditions and circumstances
encountered along theway. As has been seen in the first sx months of the project’slife, the
need to evolve implementation strategies and approaches is critica to achieving the success of
the project as envisioned by USAID and DAI. While review and adaptation will be continuous,
a comprehensive internd review is planned for theend of Year 1. Without losng sght of the
end goal st for EDEM, DAI bdlievesit important to review the project framework in
conjunction with the private sector development situation in Albania and proposeto USAID a
drategy for the coming years that will most effectivey deliver the highest level of possible
results.

Work Plan Progress:

The baance of thisfirst Semi Annua Report is organized based on the project tasks aslaid out in
the Year 1 Work Plan.

Task 1. Relationship with the Trade Policy Committee (TPC) and ACIT (Albanian Center
for International Trade)

Task 1.1 Work with the TPC

There has been much discussion concerning the role of the TPC in providing guidance to EDEM
and in the project’ s decison making processes with regard to cluster selection. In effect, the
TPC, aslaid out in the USAID/DAI EDEM contract, is not functiona and exists only on paper.
Furthermore, it appears the decison making responghbility assgned the TPC is contrary to
USAID poalicy. With these two pointsin mind, DAI recommended to USAID/Albania that the
role of the TPC in theimplementation of the EDEM project be re-examined. DAL further
recommended that: 1) the TPC be replaced by an Advisory Group charged with providing advice
to EDEM and USAID; and 2) USAID/Albania be given the cluster selection decision making

respongbility.
USAID/Albania, which concurred with the need to re-examine the role of the TPC, has
“recommended that the DAI Chief of Party meet with the [project’s] CTO to address redefining

the role and composition of the TPC or the replacement of the TPC with a new advisory body.”
Discussions between the two have begun, athough resolution is ill pending.

Furthermore to DAI’sinitid recommendation, because of the decision to limit the number of
clusters that EDEM will support, an adjustment to the proposed role of the Advisory Group (if
that is the route chosen) will be necessary. The initial recommendation contained three
respongbilities for the EDEM Advisory Group:

“1)  provideguidanceto USAID and EDEM in the selection of clusters,



2)  review the progress of cluster action plans, and
3)  provide adviceto EDEM and the clusters on approaches that will make their efforts more
productive.”

Amending the recommended role of the Advisory Group will be part of the discussons between
the COP and CTO during the coming Quarter.

Task 1.2: Work to Strengthen ACIT

Through effortsinitiated by EDEM, ACIT has become actively involved in applying the cluster
gpproach to supporting the development of Albania's SME community and returned the
competitiveness paradigm to itsagenda. ACIT has energetically asssted the formation of the
three EDEM clusters by participating in discussions related to creation of the cluster, providing
relevant industry background materid and taking part in dmogt al cluster meetingsto date. At
the initia meeting of the meat processing cluster, ACIT presented key material to the
participants regarding the Albanian Mest Industry and Regional Trade Perspective; and for the
first Specidty Tourism meeting, ACIT prepared materia outlining key trends in internationd
tourism.

To further ACIT’ s growing interaction with the business community, in early February ACIT
agreed to manage a cluster using the EDEM developed process. ACIT is currently preparing
industry profiles for three sectors — garments/appard, leather goods, and wood processing.
ACIT, usng its USAID provided funs, hired an individua who will be assgned cluster
coordinating responshilities a the close of the current Quarter. ACIT is expecting to make a
recommendation regarding which industry it believes most appropriate for cluster formation to
USAID and EDEM inmid-May. ACIT’ s cluster selection process and management of the
cluster will be actively supported by EDEM staff and ass stance resources.

In addition to cluster related activities, ACIT helped to identify topics that would communicate
to the public and the business community in generd the status of Albanian economic
competitiveness, obstacles that hinder its further development, and the need to address those
obstaclesif Albania's economy isto grow. ACIT’s participation was important to their
development of a degper understanding of the role the public and business community can play
in spurring changes to government policies that impede economic growth. ACIT has made few
attempts to reach out to the broader audience. EDEM will continue to offer opportunities to
increase their awareness of the importance of such involvement.

While ACIT and EDEM continue to interact on afairly regular bass, most dl efforts at
interaction have been initiated by EDEM. With ACIT taking on the respongbility to run a
cluster with EDEM’ s support, efforts will be made to create an environment that encourages
ACIT to proactively seek EDEM’ sinvolvement in relevant activities.



Task 2: Cluster Selection and Development

Sgnificant progress has been made in moving forward with the application of the cluster
approach to strengthen selected sectors of Albania s economy. Asafollow on to the activities
identified in the firg Quarterly Report, during this past Quarter:

1)
2)
3)

Comprehensive cluster selection criteria were proposed to USAID, which adopted
them as ameans to review the appropriateness of sdecting an industry sector or sub
sector for cluster formation; (Appendix A liststhe cluster selection criteriaaswell as
adescription of each criteria)

FHve in-depth industry profiles were prepared and discussed with USAID:

Mesat Processing;

Dairy;

Horticulture — fresh fruits and vegetables, processed and frozen products and
greenhouse production;

Specidty Tourism —induding Adventure Tourism; and

Herbs and Spices.

Supporting EDEM'’ s efforts to identify those Albanian industries that would most
benefit from agpplication of the cluster approach, OTF, an EDEM subcontractor,
prepared an andysis of Albania Trade Statigtics for the period from 1992-2002 for the
industry segments EDEM was investigating. A copy of the OTF report has been filed
with USAID/Albania.

Basad upon information presented in the industry profiles and EDEM
recommendations, USAID gpproved moving ahead with forming clusersin:

Meat Processing;
Specidty Tourism; and
Herbs and Spices.

Each clugters held two meetings between late February and the end of March.
Representatives from 18 companies participated in the meat cluster meetings; 21
firms participated in the herbs/spices cluster formation activities; and 33 firmsand
related organizations attended the first specidty tourism meetings. All three clugters
have quickly begun the process of identifying and defining those issues and obstacles
that make it difficult to operate a businessin Albania and hold them back from
succeeding in the market place. Action plansfor each dugter will be findized during
the coming Quarter for presentation at the National Competitiveness Conference
currently scheduled for June 2.

ACIT iscurrently preparing industry profiles for three sectors — garments/appare,
leather goods, and wood processing — from which one will be recommended to
USAID for approva asan EDEM clugter.



To identify potentid industry segments that might warrant investigation for future
cluger formation, aninternd review of Albanian trade data was undertaken.
Higtorical and current trade balances with other countries were reviewed to identify
trends and the potentid for further development of the industry segment.

EDEM’s Year 1 Work Plan discussed sdecting clustersin a series of tranches, with the first
group being identified in January and a second group in April/May. In practice, EDEM was able
to blend the two tranches into one. Recognizing the intengve staff effort and resource use that is
necessary to successtully apply the cluster approach to evolving industries, based on current
capabilities, EDEM does not foresee recommending that additiond clusters be formed until the
second or third year of the Project.

The three industries chosen for cluster formation provide a broad spectrum of issues and
characterigtics. Each has adifferent level of development: EDEM represents a beginning a
group based issue resolution for the meet processors, for the herbs and spice industries, EDEM’ s
cluster gpproach is a next step in industry development, following on from the efforts undertaken
during the past two years of the former IFDC project; and for the specidty tourism industry,
EDEM offers an organized approach to tackling issues and obstacles that many of the cluster
members have been previoudy addressing ether sngularly or in smal groups.

While EDEM will provide a method for cluster development, it is expected that each cluster will
apply the processin a manner best suited to its needs and level of development, and at a pace
gopropriate to theindustry group. Thereis a gpecia advantage to having three diverse groups.
With limited resources, USAID and EDEM do not have the cgpability to work with dl industry
sectors. However, by carefully sdecting those that are supported and communicating the
successes of the clusters to the broader community, EDEM will be able to demonstrate the
benefits of working together. Having three diverse groups will alow industry segments from
throughout the business community to more closely relate to the cluster activities and trandate
the clusters processes and results to their own specific industry Stuations.

Task 3: Improve Cluster Competitiveness

In the last weeks of this past Quarter, the three EDEM clugters began ddiberations that will lead
to development of each cluster’s Action Plan. Each Action Plan will specify issues and obstacles
that impede the industry’ s development, a strategy for addressing the needs, and a time chart for
implementation of assstance activities. Each cluster is expected to have a completed Action

Pan and initid implementation activities underway by June.

In order to more effectively identify and define the issues and obstacles facing the herbs and
spice industry, the cluster has created four working committees:

1) Marketing;

2) Export issues,

3) Technology Improvement; and
4) Government/Policy.



The four committees are charged with thoroughly investigating congraining influences in their
respective aress, prioritizing those issues, and drafting a ‘plan of attack’ that will lead to
resolution of the issues. Each committee will develop a sub plan and report back to the cluster as
awhole. Individud cluster members have volunteered for different committees. However,
committee membership will not be restricted and a number of cluster members may participate
on more than one committee. In addition, EDEM will make an effort to recruit herbs/spice firms
that have not been able to attend the initid cluster meetings and encourage their participation on
committees of interest to them.

A pardld committee structure has been created by the specidty tourism cluster. That cluster has
created three committees:

1) Marketing and Promotion;
2) Training and Customer Care; and
3) Government/Policy.

These committees will function in much the same way as described for the herbs and spice
committees.

Although dluster assistance activities are dependent upon the developing cluster Action Plans,
EDEM has continued to lay the foundation for effective assstance by identifying anticipated
needs and possible resources that will be caled upon to address the needs. During this past
Quarter, EDEM gaff met with alarge number of individud firmsin the three indusiry segments,
in and out of Tirang, to brief them on the cluster process, engage them in a diaogue on how best
to address industry issues, and encourage their participation in the cluster group process.
Evidence of thefirms' interest is the large number of firms from the three industry groups that
participated in both of their industry’ s meetings.

In addition to discussing indudtry issues, EDEM aso began to investigate firm level needs. As
indicated earlier, to improve the cluster’ s comptitiveness, it will be necessary to strengthen the
cgpability of coreindustry firms. When supporting cluster Action Plan’ swith assistance
resources, EDEM will look for opportunities to apply those resources to individud cluster
members as well.

Centrd to EDEM’s cluster support is leveraging assstance from other USAID funded projects,
other donor organizations, NGO's, as well as the programs of government agencies. EDEM has
continued to fogster strong relationships with the donor community o that as soon as the clusters
have developed Action Plans, gppropriate resources can be marshaed to address thelr priority
needs. During this past Quarter, EDEM continued to meet on aregular basis with key assstance
providers such as the Small Business Credit and Assistance Project, World Learning, ACIT,
Media Development in Albania, GTZ, and SEED. These meetings were held to update the
various programs on latest EDEM devel opments, keep them informed on the progress of cluster
formation, and keep EDEM informed regarding the capability of the different programsto assst
the clusters in addressing their issues and obstacles.



Task 4: Improve the Business Environment
Lender’s Survey:

Access to gppropriate financing will be akey ingredient in the process of making the industry
clugers and individua firms more competitive. In anticipation of the need to address this issue,
EDEM completed a comprehensive survey of the financid inditutions thet are potentia sources
of credit to cluster members. Included in the survey were 15 commercid banks, seven micro-
credit ingtitutions and three equity funds. (Please see Appendix B for a copy of the survey form.)

In generd, Albanian financia indtitutions are quite interested in supporting SMES. However, for
many reasons, the mgority of SMEs have problems obtaining normd banking loans. A key
reason is insufficient collatera, which most banks require to offset risk. Severd banks have
expressed interest in increasing SME lending using their own fundsiif effective loan guarantee
systems can be put into place. However severd other congtraints — both internd and externd -
must be addressed at the same time if SMES hope to regularly access commercid loans. Micro-
credit inditutions have started to fill the SME credit gap, but require additiona capital resources
if they areto be active players.

Most micro-lending indtitutions have been funded by and operate with donor funds. The Savings
and Credit Association network credit unions are the exception, operating with member funding
only.

Severd commercid banks have their own capitd available for limited SME lending and do not
rely on externa sources for lending capital. Most banks prefer to lend to big companies or larger
SMEs, dthough long-term SME investment crediits are an exception. Some banks were
established with co-funding by internationa finance indtitutions and/or government sources.

Now the banks are trying to shift their focus towards SMEs. At this point, only one bank
(Procredit) ectively lendsto SMES; a second (Raiffeissen) is expected to enter the market soon.

The three equity funds presently operating in Albania generdly target big companies or
somewhat larger SMEs and have little impact on small enterprise development & thistime.

A large number of the lenders fet that there is a need for more co-ordination and better
communications regarding SME finance. T his was especidly true of the micro-credit
indtitutions, which could benefit from better use of the Micro-credit Association.

A copy of the complete report has been filed with USAID/Albania and the USAID/DC
Development Experience Clearinghouse.

Business Service Provider Survey:

During this past Quarter, adesign for acomprehensive survey of BSPs has been developed. The
survey, to be conducted in the following Quarter, will idertify Albanian private for profit, NGOs
and other organizations that have the ability to provide sustainable services to the cluster
members and the overdl SME community. A long the lines of the Lender’s Survey, the BSP



survey will identify the organizations, classify according to their organization type and make

note of the types of services the organizations can provide. The information to be gathered by
the survey will be valuable to the clusters as they being their efforts to address the various issues
impeding the development of their industries and individud firms. As part of EDEM’s
facilitation of delivery of assstance resources to support implementation of the clusters Action
Pans, a concerted effort will be made to include, where practica and appropriate, local business
service organizations in order to develop long term sustainable contacts between BSPs and the
industry businesses.

Anti-corruption:

In February, EDEM added to its gaff afull time locd anti- corruption specidist. During the
balance of the Quarter, the specidist conducted numerous meetings with cluster members,
donors and NGOs engaged in anti- corruption activities, as well as government operations
charged with identifying and addressing corrupt practices. These meetings were important to
identifying current and proposed activities being undertaken to combat corruption in order that
EDEM does not duplicate other activities but devel ops synergies with other programs to create a
gronger overdl campaign.

The research and meetings conducted this Quarter will lay the foundetion for effortsin the next
Quarter, which includes an STTA assgnment at the end of April/early May. The STTA,

working with the EDEM specidist and EDEM subcontractor, IDRA, will review and revise, as
appropriate, EDEM’ s anti- corruption one and three year work plans and devel op cluster-specific,
and business community in generd, activities that will be implemented to aleviate corrupt
practices and engage the Albanian business community in championing anti-corruption

intigtives  Significant to the Quarter’s activities will be meetings, individualy and in workshop
format, with businesses and the media

Task 5: Communications Strategy

Making the public and generd business community aware of Albanid s need to significantly
increase its competitiveness capability if its economy isto grow, is a core objective of EDEM.

In addition to the activities reported for the First Quarterly Report, mgjor efforts from the last
half of the period covered by thisfirsd Semi-annud report included:

To assure adequate exposure to EDEM’ s message, a comprehensive communications
srategy was prepared to guide the project’ s communication/media related activities.
(Please see Appendix C.)

A program was devel oped to produce a continuing series of 20 to 30 minute TV
shows that focus on the issues afecting Albania s economic Stuation. Modeled after
the successful Heroes series, each production would concentrate on asingle issue,
highlighting where progress has been made and where efforts need to be applied in
order for Albaniato move forward economically. The subject matter would range
from generd topics such as ‘ gpplying the competitiveness paradign’, ‘ the informd
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economy’ and ‘business environment issues to specialized topics such as shows on
each of the EDEM clugters, ‘ anti-corruption’ and ‘foreign investment’. The series
will begin with a show on ‘ competitiveness scheduled to be aired a the end of May
and will be broadcast viathe Heroes network. Beginning in the fall, it is anticipated
that adifferent topic will ared on amonthly or bi-monthly bass. The effort isbeing
closdly coordinated with the USAID funded Media Development in Albania project.

During this past Quarter, EDEM issued Sx news releases that appeared in over 20
outlets including newspapers, radio, and televison. The rdeases primarily made note
of EDEM clugter formation activities and highlighted that the three industry groups
were initiating efforts to address issues of mutud concern to dl the firms that were
operating in the industry.

A magor activity of EDEM’ sfirgt year’' s efforts to encourage the public' s involvement in
promoting a nationa movement to increase the competitive capability of Albania s private sector
and to broadly spread the message of the vaue of collaboration throughout the business
community, EDEM will organize a Nationd Competitiveness Conferencein early June. In
March planning efforts were begun.

Task 6: Administrative

In February, DAl and EDEM completed dl the steps necessary to be legdly registered with the
Court of Albania. Regigration, with a branch office classfication, dlowed EDEM to legdly
withhold tax and socia payments for its employees and make the payments to the appropriate
governmert offices.

EDEM was dso able to fill its staffing pattern with one exception. At the end of March, the
project was il in the process of recruiting the speciaty tourism cluster coordinator position.
(Anindividud was identified and approved by USAID in late April.) During this past Quarter
four pogitions werefilled: Market Development Expert (key personnel), meat processing and
herbs/spice cluster coordinators, and the anti-corruption pecidist. Unfortunately, it was
necessary to release two individuals as their skills and experiences did not fulfill project needs.

Important to the management of EDEM activities, DAI’s proprietary Technicd and
Adminigrative Management Information System (TAMIS) was ingaled for use by EDEM and
DAI home office staff, USAID, subcontractors, and ACIT, EDEM’ simplementing partner.
TAMIS s aunigue management system that is adapted to the needs of individua projects, such
as EDEM. Itsfunction as a complete record keegping mechanism provides for a coordinated
management and forms the basis for EDEM’ s performance-based monitoring sysem. The
EDEM TAMIS isfully functioning and accessible to dl mgor stakeholders.

Significant effort was taken during this Quarter in development of a Results Framework and
Performance Monitoring Plan (PMP) that will measure EDEM’ s progress towards accomplishing
the project’ s objectives. Considerable discussion has been held with USAID regarding the most
appropriate results and indicator measures. It is anticipated that the find Framework and PMP
will developed during the next Quarter.
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During the firgt sx month’s of EDEM activities, the project had 18 vistsfrom STTA or home
office staff, totaling 142 LOE daysin the EDEM’s Tirana offices. Of these 118 LOE days were
supported from project funds and 24 LOE days were supported by DAL internal funds.

Arrival in Departurefrom Number of

STTA Albania Albania days

Mally McKnight 10/1/2003 10/11/2003 10
David Wilcock 10/1/2003 1010/2003 9
Joanne Adams 10/14/2003 10/28/2003 14
Ned Donahue 11/2/2003 11/6/2003 4
Dane Smith 11/2/2003 11/6/2003 4
Vahe Sahakyan ** 11/17/2003 11/23/2003 6
Maria Hipos 11/19/2003 11/25/2003 6
Joanne Adams 12/7/2003 12/19/2003 12
Dan Edwards 12/7/2003 12/20/2003 13
Andrew Smith 12/14/2003 12/18/2003 4
Dane Smith 12/14/2003 12/18/2003 4
David Wilcock 12/14/2003 12/18/2003 4
Pavia Cornejo** 2/8/2004 2/21/2004 13
TanyaTorres 2/8/2004 2/21/2004 13
Gerald Martin ** 2/23/2004 2/28/2004 5
Scott Wayne 3/22/2004 4/4/2004 13
Dan Edwards 3/24/2004 3/25/2004 2
Peter Furth 3/28/2004 4/3/2004 6

[** supported by DAI funds.]
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Appendix A

EDEM
CLUSTER SELECTION CRITERIA

Stage I. Identify Promising Industry Segments Yes No
A. Listed in DAI proposal

B. Additional industries listed in RFP

C. Market Opportunities

**DECISION POINT - PROCEED OR NOT PROCEED

Stage Il. Industry Profile Assessment Low Medium
A. Competitive Potential
1) Product/service with value-added potential - able to be
differentiated or not easily imitated
2) Export or Domestic Market Demand
3) Five-force analysis
B. Economic Impact
1) Ability to pull own industry forward
Positive "pull" effect on related industries
2) Potential for sustainable job creation and gender impact
3) Potential for enhanced branding of Albania
C. Potential for Collaboration
1) Geographic proximity of candidate cluster members
2) Opportunity for regional cooperation
3) Correlation with existing or planned programs by donors, GOA
or industry associations
4) Experience of other competitiveness programs with similar
cluster focus
**DECISION POINT - PROCEED OR NOT PROCEED

Stage lll. Candidate Cluster Meetings Yes No
A. Implementation Potential

1) Sufficient interest by appropriate mix of minimum of 5-10
players

2) Existing linkages within candidate cluster

3) Ability to identify weak points in value chain and prioritize
achievable tasks

4) Shared vision for strengthening candidate cluster and its
members

5) Commitment to work together for common goal

6) Willingness to commit resources (time, effort, personnel,
financial, etc.) to accomplish action plan tasks

7) Can EDEM effectively support the likely activities resulting from
discussions

*DECISION POINT - PROCEED OR NOT PROCEED

Stage IV. Cluster Formation

High
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EDEM
CLUSTER SELECTION CRITERIA

I. DEFINITION

The EDEM project defines clugtersin the following manner:
Clugersinclude dl stakeholders that affect the performance of a given industry: privete
enterprises (processors, producers, suppliers, buyers, support firms), trade or professiona
associaions, research indiitutes, training organizations, and financid ingtitutions.
Strong clugters promote firm competitiveness, improved productivity and greater
innovation by:

strengthening communication and cooperation between firms

identifying congtraints and creating action plans to address those obstacles

identifying and responding to specific market opportunities

improving access to specidized inputs such as market information or a skilled

workforce

reducing devel opment costs

0 producing measurable results for the benefit of dl cluster members

© O 0O

o

II. DESCRIPTION

Clugter sglection has three stages, which include the key criteria (as outlined in the RFP):
Competitive Potential, Economic Impact and Implementation Potential. At the end of each stage
aDecison Point isreached. USAID participates in each Decision Point, but will also be
gpprised of findings throughout the process. As the name indicates, the Advisory Group playsa
consulting role and provides advice throughout the selection process, but also during the
implementation of cluster action plans.

As gated in the Three-Y ear Work Plan, four “tranches’ - each congsting of 3-4 industries or
industry segments— will be evauated during the first three years of the EDEM project. Itis
estimated that, from these, 6 or more clusters will be formed.

1. CLUSTER SELECTION CRITERIA

Stage 1. Identify Promising Industry Segments
Indusiries with potentid for cluster formation come from a variety of sources. Theseinclude:
A. Ligedinthe DAI proposd
Industries defined in the DAI (proposd) as having fird-priority for evaluation as
candidate clusters: Livestock, Dairy, Horticulture, and Herbs & Spices. (Because the
ariva of the Herbs & Spices specidist was delayed until mid-January 2004, Tourism
was brought forward from the non-agribusiness (SME) sector.)

B. Additiond indudtries listed in the RFP
Ligts of potentid clusters, shown in the USAID RFP, based on activities by other USAID
projects. (Key isto determine the basis used for cluster formation by each of these
programs, as the term “cluster” is often used as a synonym for “indusdiry” rather than the
definition being used in the EDEM project.)
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C. Market Opportunities
Additiond indudtries identified through EDEM research, including trade data, ACIT
reports, discussons with various organizations. Unsolicited candidate cluster
gpplications may dso be consdered if promising.

EDEM conducts a preliminary screening of each industry or industry segment, and consults with
USAID and the Advisory Group for additiond ingghts. If the overdl perception indicates that
the industry has reasonable potentid, or if the information conveyed via unsolicited applications
warrants further investigation, then the decison is made to conduct an assessment.

Stage 2: Industry Profile Assessment

The profile (sample attached) outlines the information required to determine if thereis: a)
aufficient Competitive Potential and b) corresponding Economic Impact to judtify cluster
formation. While the profile may examine an entire industry, the god isto identify segments
that offer the greatest potentia for advancement. Once again, regular input comes from the
Advisory Group and USAID. Upon completion of the industry profiles, EDEM conducts a
forma assessment using the following criteria

A. Competitive Potential
1) Prospective product or service with vaue-added potentia that can be
differentiated or not easily imitated
- Products/servicesthat are: @) distinct and b) keep more of the profit and work
ingde Albania
2) Export or Domestic Market Demand
- Redligtic export opportunities
- overdl market demand
- Potentid for replacing imports in the domestic market or for replacing the
high volume of raw materid imported to produce goods/services for domestic
market
3) Hve-force Andyss
- BEvduding the strength of competition in the industry (domestic and
internationd), the power of the suppliers, the power of the buyers, the threst
of new entries, and the threat of subgtitutes. Each indicator is rated low,
moderate or high, and then combined to provide an overal competitiveness
rating for the industry, industry segment or product/service.
B. Economic I mpact
1) Ability to “pull” own industry forward and a postive “pull effect” on related
indudtries.
- Although aduster may be limited in Size, the extent to which it can generate
improvemerts affecting al or large parts of the industry.
- Pogtiveimpact of changesin the cluster’ s industry on related indudtries, such
as the effect of tourism on agribusiness, trangportation, advertising, etc.

2) Potentid for sustainable job creation and gender impact.
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3)

- Ability to create additiond jobs, meaning long-term positions that pay over
the minimum wage rate

- Participation by women and minorities

Potentid for enhanced branding of Albania

- Offering products/services that have the potentid to improve the perception of
Albaniaand Albanian products in the internationa and domestic markets.

C. Potential for Collaboration
1) Geographic proximity of candidate cluster members

- Location of likdy cluster membersis close enough to have easy
access to one another in order to foster close cooperation.

2) Opportunities for regiona cooperation
3) Correlation with exigting or planned programs by donors, GOA or industry
associations.

- Degreeto which a potential cluster could capitaize on or cooperate with these
programs in order to address opportunities and constraints more readily.

4) Experience of other competitiveness programs with Smilar cluster focus

Following EDEM’s evduation, findings and recommendations are presented to USAID for
review and gpproval. Oncethat is given, EDEM proceeds to the next stage.

Stage 3. Candidate Cluster Meetings
From alist assembled by EDEM, a group of potentia cluster members receives invitations to
attend initid meetings covering the topics of competitiveness, cluster formation, and key
opportunities and condraints. During these meetings (which may range from one to severd),
EDEM evauates the candidate cluster according to the following criteria

A. Implementation Potential

1

3)

4)

5

Sufficient interest by an appropriate mix of aminimum of 5-10 players

- Given that the purpose of a cluster isto bring together not only a core of
indugtry firms but ancillary organizations, ingtitutes and related businesses,
the proportion of representation from these groups must be balanced.

Exiding linkages within candidate clusters

- Thenumber and type of previous relaionships that could demondirate an
understanding of the ways cooperation can be beneficid and set the stage for
further cooperation.

Ability to identify weak points in the vaue chain and recognize market

opportunities.

- Capability of participants to understand these issues and consider solutions.
Indications of the level of business knowledge and acumen.

Shared vison for strengthening the candidate cluster and its members

- Ability of the participants to recognize tasks that can redigticdly be
accomplished by the cluster. Conversely, to recognize the issues which are
beyond reach or too broad a spectrum.

Commitment to work together for acommon goad

- Interest in griving for constructive action to improve the Situation.
Recognizing the vaue of joint efforts on behdf of the cluster rather than as
forum smply for airing complaints or promoting a persona agenda.
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6) Willingnessto commit resources (time, effort, personnd, financial, etc) to
accomplish action plan tasks
- Undergtanding that on-going, firm-level participation isan integra part of
being a cluster member. Ready to learn how to tep interna and externd
sources, rather than relying soldy on EDEM'’ s efforts to do so.
7) Can EDEM effectivey support the likely activities resulting from discussions
- Priorities of the candidate clugter are tasks that can be achieved, initidly in the
short-term, but over the medium and long-term aswell. Degree to which
these fd| within the scope and range of EDEM’ s mandate.

When a sufficient number of meeting are hdd to clearly evauate the candidate cluster’s
potential, the results are assembled by the Cluster Managers, and presented to EDEM and

USAID dong with a recommendation on whether or not the candidate cluster is ready to proceed
to clugter formation. EDEM and USAID make decision.

Stage 4: Cluster Formation
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Appendix B

LENDER SURVEY QUESTIONNAIRE

BANK NAME:

LOCATION (headquarters):
Number of BRANCHES (Where):
TELEPHONE / FAX:

CONTACT:

NUMBER OF CREDIT LINES:

TYPES (micro, small, mortgage, agribusiness, etc):
FUND SIZE:

LENGTH OF TIME IN OPERATION:

NUMBER OF LOANS/ AVERAGE SIZE LOAN:

FUNDING SOURCE (donor or own):

CREDIT LINE: CREDIT LINE 1: (description)
Typical Borrower:

Type of Registration:

Time in Business:

Purpose (working capital, fixed assets, other):
Amount/Range:

Interest Rate:

Commitment Fee/Disbursement Fee:

Loan Term:

Grace Period:

Payment Schedule (Principal & Interest):
Cash/In-Kind Participation:

Collateral Required:

Guarantees Required:

CREDIT LINE 2: (description]
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Other Conditions:
Information Required:
a) Application:

b) Business Plan:

(1) Bank's format:
(2) Other acceptable:

¢) Financial Statements:
d) Bank statements:
e) Credit references:
f) Courses:
g) Other:
Criteria Used for Evaluation:
1)
2)
3)
4)
Where is Credit decision made?
At Branch?
At Headquarters?
Both?
Steps to Process Application
1)
2)
3)
4)
5)

Processing Time (application to
disbursement):



BANK'S PLANS
a) Add LOCATIONS:
Where:
When:
b) Add NEW credit programs:
What type:
When:

Conditions:

APPLICATION FORM SAMPLE:

BANK's BUSINESS PLAN OUTLINE:
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Appendix C
EDEM COMMUNICATIONS STRATEGY

(INTERNAL DOCUMENT)
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